
A speoial meeting of the State Lands Commission was held in Room 13.5 State 
Building, Los Angeles 12, California, on Pridw, January 8, 1954, at 10 aim., 
Chairman Robert C. Kirkwood presides. 

Present: Robert C. Kirkwood, Chairman 
Harold J. Powers, Member 
John M. Peirce, Member 

Staff Members in Attendance: 
Ruble; W. Putnam, Executive Officer 
J. Stuart Watson, Assistant Executive Officer 
P. J. Hostig, Mineral Resources Engineer 
Julia T. Stahl, Secretary 

Otters in Attendance and Making Appearances: 
Everett W. Mattoon„ Assistant Attorney General 

C. Mattel., Chairman Public lands Cosedttse, 
Westsern Oil and des iseociation 

Ts &mit, secretary, Public Lands Committee, 
Western Oil and as Association 

Vern )3. Res,, District Attorney, SantA barium County 
W. D. McKay, repsesentire commercial and industrial interests 

in sometime. with natural gaa a electric netters. 
C. A* Bauer$  City Attorneys  'arty or -mei 1100.11 Bluish 
A. Ba Walker coorditatot, Senate Interim Coottittee on Oil 

and Gas Djelopeent on State Lards 

Notices of this public meeting had been ass* to all interested parties, a 
large mar of whom attended the meetix g,. but who did not make statements. 

Mrs Kirkwood explained that the Meting was ;ailed pursuant to a request of 
the Senate Interim Comeittee_ on Oil and Gas Development -on State Lands for 
consideration of a statement by the Cosedssion as to what its position would 
be sith reference to proposed legislation on oil leases on State lands, and 
as to changes in policy 'concerning those leases: 

In order to lake the iiistory on this a matter of record, Mr. Kirkwood went 
on to explain that sometime back, afUr a hearing at which Mr. tt0021 and 
representatives of the Western Oil and Gagt Association appeared, a reqwos.. 
was made that interested parties present to the State Lends Commission, in 
conarete forge, their suggestions as to rev policies on oil leases on State 
ihmdis In response to this request, material was preset to the Gonda. 
sion on October 27, 1953, by the Western Oil and Gas Aeeociation, which 
material had been =ler advisement since that time. The current emeting was 
being held to bear agents and suggestions, and to See what recommendatiens 
the Commission should make to the Legislature through the Senate intim Com-
bititee. It sms telt that those on the Commission had IMO responsibilAy as 
far as making recomeendations to the Legislature is concerned, but it litt3 
also recognised that many of the points suggested are matters pureks for 
Legislative determination; however, if the Commission is to deal as a CM* 
mission on issuing oil leases on State lands, then certain discretion should 
be left with it. 
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Colonel Putr...,ei reported that a personal letter had been xeceived from Senator 
Cunningham, in which he submitted his personal ideas as to the type of legis-
lation he felt would be appropriate for consideration at a liudget Seadon. 
Colonel Putnam also submitted a letter which Senator Cunningham had recoived 
from the Legislative Counsel on the question of whether or not legislation oz. 
oil leasUg matters would be appropriate to be considered at the ikdget Ses-
sions  

Ar* Vi* D. McKay, representing a group of commercial and industrial interests 
in connection with natural gas aid electric matters, after asking some gums- 
Lions relating to the availability to hie group 014.  c 	ae* in thin vils,s  
indicated that he dish net wish to make a fermi presentation* 

At the 'request of Mr* Kiriorood, Colonel Putruun then re `t the following report 
and recoasendation made t the Staff to the State Lands Caen scion: 

*WA. 109„ SEWS IMMI, CCIOIVIX ON OILL (L  DEW :=4 (IV -SIAM 
LAMS ift 	1473.) From tins to tire the matter of legislation to change 
the Isar -with respect to issuance of 41 and gas leases on State lards hts 
bOen die sassed with the Cession. (See minutes of meeting -of July 
1953, ?age 1839; of meeting of October 27, 1953, Pages 1% to 1924 and 
of meeting of Deoantor 17, 19534 Pag's 1926 ,and 19270 

*The knit policy matter that the Commiseion might wish to determine is 
wheths-sh it should make as qf recommendation to the Senate Interim Cranndttee 
on Oil and Gas Iltvelopaent on State Lends, and to the Legislature, with 
respect to possible changes in the provisiora for leasing State oil, and 
vat lands* 

"If the determination 4.4% in the affirmative to the first question, the 
question than arises: Should the present law, which prohibits the issuance 
of oil and gas eases except where there is drainage or a threat of dradn-
agep be smendad to permit issuance of so-called wildcat leases? This 
question could be answered in several ways, among which are: 

A minimum amount of logislattcon to change Section 6872 of the 
Pub lie Resources Code by striking the clause "ani may he or 
are being &mired by means o wells on Ldjacent land", tials 
making it possible for the State Lands Consoission to issue 
leases at its discretion %ablaut the 	rego requirement. 
This miffs nt <imp $43, the statutes vould require the ropes& 
of Sectjo 6873(e) in order that the lease form wad be con-
sistent with the throws in Section 6872. (See Exhibit ttift 
which follows*) 

(2) Amersi drastically the Public Resources Code, as has been suga. 
voted by the Western Oil and Gas Associatior4 %thereby 
practically an previcwicons of the procedure and lease fang 
would become statutory, with n discretion in the Commiestsc 
to detennine (a) which areas shell be leased, (b) what the 
qualifications of the successful bidder shall bey or (o) the 
royalty rate* 

• 

(t) 
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• • is understood that Senator Cunningham has received an opinion from 
the Legislative Counsel that an allindrnent to the Public Resources Code 
with respect to the isauarze of oil and gas leases on State Lands comes 
within the purview of the Budget Session of the Legislature. 

tilhile the Staff is in favor of re comelending alternative (1) above at the 
appropriate ttme, the status o litigation attacking *he constitutionality 
of Public iii , at Session, 6th Congress, by the states of Arkansas, 
Alabana. and Rhode . ale*, has cooplicated the tidelands leasing proems, 
at least from the point a view of the State of Californias This condi‘ 
ton makes it inadvisable to recommend legislative changes at this tin. 

therefore the corelusion of the 'Commission's Staff that the State 
Limits Comdesion snould proceed with caution. in recommending changes in 
‘(:fhe lei for tenants a State oil and gas leases. In this way the C. 
mission would be in a much bettor position to determines  Wows the 1955 
regular session vzhether to recommend. that the Public Resources Code 
should or zkliould not bs drastically amended. 

"IT IS THItREFORE MCOICENDED neer 	cottegsa,T WTHAVIZE THE MEM. 
T1ON TO THE srats INTUDI COMM ON CIL ANJ GAS LEIELOPIOT SIM 
LANDS, ANO TOM LEGISLATURE AT THE =GET SESSION, THE RECOMEXDATION 
THAT NO CHUMS it MALE IN THE STATUTES (MBLIC RESOURCES COLE) WITS 
RESPECT TO riE STATE OIL AND GAS LEASING POLICI.* 

EXHIBIT "An 

6872. Circumstances authorising leaaes. Whenever it -appears to the 
coinisrion that oil or gas deposits are i1310101 or believed to be,  contained 
in any such lands aid aitly be or aro Wag *mind Wimp* s well. vat 
adiaates4 leads, the -commission shall these be atitherised and espoiatred. 
to lease any such lands, either AS a tract or :inpax ,ocele of meth ai$410 and 
shape as the coasuiesion shall determine, for the production at oil, and gas 
there 

its an, Porn of lease: Preparationt Contenta. pipe cremisaion shall 
prepare a form of loose which shall contain, in addition to other prod-,  
at -deemed desirable and. cessary the comeissiothi vpropriate 
provisions contained in this chapter and the following: 

1414" Eau* wale' Male* perment Ao the Aersoi et Olt 	simml* bo &Ulm& 
amp vox 	ludo or shall be -sleet 	tram; en-upliwidi ,nest lidpol 

itra* te on& int* bko otibrertiveloa 	tido or-  ontoterged Me 
ooverei tiro tae atkollx be drilled or eloset &Mei 40 and into the 
nbewirgeoe et' tido or Owbatippd Undo *wood

. 
 .4414, 1440041  snit ti 

si . lauded von or 'pier nerototore oonstratod. terdM M purpose, 
ant available to rat* drilling /ape* sop Ude -or oebnoirgod Undo doesatibei 
&a ear eat exieting Asset kierototere intro& poreton4 to taw we ars 
sit Chapter MT Statia4ms as 2.Kily so anorldwir 	thbo Soafignite* et the 

inoolt 	 be in Vto poblio intemorte 1414 Airroiobst 
neolkineryi and ew and ell *Way giatigiON, strwterory sojetipoonivr esti 
tsitplioneo* alma looeted may vela 	ludo er open the liter 
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lamb ear larlendo7 item toy pier heitetotere eenstwastid and available 
SIIPsueM firattlaise won 	tkie ealeserged lamb ileseratbed& up 
existing IOU* beset re isettea pars aam4 te the provitstesse et Chapter 

$isatittree e 119ar itte emeadeig? end a septa* eperetitems obeli& be 
sendswited thepetsetiv• 

1411 <a) Pollution anu contamination of ths ocean and tidelands arsi all 
impairment of and interference with bathing*  fibhing or navigation in the 
waters of the ocean sr azvi bay or in.let thereof is probibitods  and no oil, 
tar, residuary product of oil or am refuse -of an3r kind front any well or 
works shall be permitted to be depoisited on or pass into the waters of the 
ocean or arq-  bay-  oe 

*44 (b) ImpairiOnt of or interference with developed shora line recrea-
tional areas or residential area* is prohibited.N 

Mr* Kizintood then asked if 11170120 -wished to quoit/on Colonel Put Last*  but 
there were no inquillefie 

Upon a question by Mr. Kirkwood as te whether the situation should be allowed 
to remain in stains •quo as far as legislative action is concerned*  Colonel 
Putt= indicated that until the picture on litigation (referring to the suits 
by irkarsses*  Alabama*  and !diode Masi*  se well's& those by applicants for 
Federal lessee) is sore clear* status Oro Should be maintained as to the Cosk-
3iissionts own operation* and ite 'to its legislative powers', 

Colonel Putnam re Ported that the Staff of the Commission had done its best 
to build up good reasons why there should be spectal legislation at the 
Buidget Session*  but odd not do so; -therefore* not being able to defend a 
reqvest tsr legislation at this particular sesifion*  he could not recce 
rar* 

Mr. Mattel. took a contrary view 'with respect to the State's position in the 
national picture arxl in the defense of its tidelands against attack by other 

--,-Atea or the 'federal Gaverngent*  and that California Would 'change the 
Ian 30 that there can be active participation in the development of the tide. 
lands by the Stabs, 

To a question by Mr. Kirkwood as to stether therm bad been complete lack of 
ill3W11100 of nett leases*  Mr* Mattel. replied that they can only be issued in 
California where there is drainage*  a that develoreent taking place in 
Louisiana*  Texas*  and elsewhere is outstrippirg anything in 1alifornia. HO  
thinks California is lacking* It was pointed out by Colonel Putnam that the 
Ccerasation has issued new leases in the past few years, and that tour or rive 
new walls axis **riling in atonthly*  so that opt4tations in California are ilia at 
a standstill, 

Mr* Mattel, stated, that the reocemetylatione lied* to the Senate Interim Comnit,  
tee were such as could be supported by the entire induetm in so far as they 
lam able to determine* ite thontt the proposals being sad* by the Commis-
sion*s Staff at this meeting would not be acceptable to the entire imluitsy*  
and 

 
therefore would end in there being no legislation enacted at Ole SAM 

Session. 
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On Point (2) of the Staffs proposals to the Convission, Mr. Mattel thought 
that the provisions in the lease forms should be statutory, ate there are 
very imporbant factors 'involved where the Legislature should determine the 
policy. He did not think the Commission should have the right to fix the 
royaltr rate; that it should be fixed by law; also qualifications of bidders 
should not be determined by the Commission. Mere should be a definite 
limit RS to the amount of acreage that should be put in eq.  on' leases  a 
fairly large block as a roxixturk, with a certain minimum, depending upon con-
ditions. 

Mr. Kirkwood indicated that the CatifitteSiOn wanted to hear the objections of 
the Staff in more .detail before taking definite action. 

Colonel Patriot brought out that if the Commission's hands wo, 111 be so tied 
legislation that it would lose all discretion, all items -Would have t be 

rejected, and recomended against -taking up policy questions at the Budget 
Session, as they probably would not come within the Legislature Counstate 
opinion as being suitable for consideration at the Budget Seesion• 

Mr. Hortig of the Staff of the State Lands Coemistion then reviewed the com-
ments of the Western Oil and Gas Aisociation on Sections 680, 6805,- 6827 
(two parts), and 6373(a) of the ilublie Resources Code, as outlined in the 
Association's repeat of October 27, 1953, and these were discussed in detail. 

Sectionagii  -Mr* Mattel. indicated that discretion should not be in the 
Ccessiesion, on Assignment of leases, feeling that it would be protected by 
its right to teem:tee to the courts. 

Section 	he changes to thia section, as proposed by the Western Oil 
soeiation, would place further risstrictione on the Commission's 

cl,keciretiort in effecting notion of intention to =nee a lease. - Celesta. 
Putnam indicated that he could net see where these changes would add arr 
revere* to the State, and therefore probab Mould not be considered at 
the Budget Session -of the Legielature* 

Sectien 682 $ There was a general discussion about the State's- ability to 
canoe _ asses where pericassince was not being carried out, it being brought 
out that under the changes proposed the only recoursi would be to the courts. 
There was a discussion about the lessees Ndiligently-  pursuing" the terms of 
the lease* 

The royalty rates end cash bona bidding were then discussed* The Staff of 
the Commission believes it should be up to the Commission to determine the 
basis for royalties* The Western Oil and Gas Assoaietion submitted that the 
royalty rate on unproved lands should be reduced to l2tS, with the lease to 
be awarded to the bidder offering the highest cash berese• 

Section 687 ass The Staff's objection to the proposed changes is that the 
se on s not given discretion as to approval or disapproval of the loca-

tion of structures* The question came up as to 'het her the Commission would 
be required to sit as a spring commission, pith Mr* Matted indicating that 
that approach should be considered. Re then asked for mailed= to work 
with the Staff on this. 
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Mr. Mattoon reported that the attitude taken by the United States at the 
time. the Arkansas State case was filed appeared to indicate a desire to 
preserve the status quo, and that the United States did not have ob:,actions 
to the leasing policies of the State. There was general discussion of 
Public Law 212. 

Mr. Vern Thomas„ District Attorney for Santa Barbara County, appeared and 
asked that the local communities concerned be giren an opportunity4o advise 
of their desires and wishes on oil leasing problems and policies. He indi-
cated that although the Commission, under existing law, clearly has exclusive 
jurisdiction over tidelands, there should be some planning at State level to 
protect the interests of the local comaienittes:. eseaseesse. in those certain 
sectors which have placed their stake in values other than industrialization 
of coastal waters. 

Mr. C. A. Bauer, City Attorney of the City of Huntington Beach, appeared and 
requested that the interests of that community be protected, stating that he 
felt the local people should have some voice to make their wishes 'aioeffil  and 
should be kept in mind relative to changes or legislation affecting tide. 
Mdse Be suggested that before leasing was adveetieed or bids opered, a 
hearing be held and local interests given an opportunity to be heard. 

Mr. A. H. Walker, Coordinator for the Senate Interim Committee")  indicated 
that that Committee will be interested in any determination made by the 
Commission. It is his thought that the entire problem ah.ould be evaluated 
carefolly, and a thorough job done, before the matter is presented to the 
Legislature. He also referred to the possibility of eliminating eyesores, 
resulting from drilling operations, by the use of landscaping, so that while 
the local committee interests would be protected the State could benefit 
from revenue. 

UPON MOTION EULY MADE AND UNA,MCMOUSLT CARRIED, THE QUESTION OF A STATEMENT 
AS TO THE POSITION OF THE COYEISSION WITH RE FENCE TO PROPOSED LEGISLATION 
ON OIL LEASES ON STATE LANDS, AIM AS TO CHANGES IN POLICY CONCERNING THOSE 
LEASES, WAS =N.  UNDER SULNISSION, . 

tie mating was adjourned at 1345 4104 

RUFUS W. PUTNAM 
Executive Officer 


